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International Coffee Agreement 


The international coffee agreement signed on Sep- 
tember 24 contains three main features. First, it makes 
a distinction between two types of coffee producing 
countries—those subscribing to the agreement and non- 
participating countries. The first group, which accounts 
for 85 per cent of the total world production of coffee, 
comprises Brazil, Colombia, Costa Rica, Cuba, the 
Dominican Republic, Ecuador, El Salvador, the French 
Community and French Cameroons, Guatemala, Haiti, 
Honduras, Mexico, Nicaragua, Panama, Peru, Portugal, 
and Venezuela. The nonparticipating countries, which 
account for 15 per cent of the world’s coffee produc- 
tion, are British Africa, the Belgian Congo, Ethiopia, 
Indonesia, and India. 

Second, coffee importing countries are classed as 
either “traditional” or “new market” countries. For 
those in the former group, the new agreement attempts 
to affect the price structure, i.e., to hold prices firm by 
bringing supplies into balance with demand through the 
use of export quotas. The “new market” countries 
include Russia, Bulgaria, Mainland China, China (Tai- 


Europe 


U.K. Industrial Production and Employment 


Industrial production in the United Kingdom in 
August was some 8 per cent above that in August 1958, 
the U.K. Treasury announced on September 30. Thus 
the revival in industrial activity which began in the 
spring gathered strength throughout the summer. The 
Treasury’s seasonally adjusted index for August is esti- 
mated at 113-114 (1954=—100), against 112 for July, 
111 for June, and 105 for August 1958. On this basis, 
it becomes clear that output in August was at a record 
rate. 

The increase of 8 per cent over output in August 1958 
compares with increases, relative to the corresponding 
month last year, of 5 or 6 per cent in the May-July 
period, of just under 4 per cent in April, and virtually 
no change in the first three months of the year. The 
Treasury cannot give details, at present, of the reasons 
for the expansion in August; however, it appears to 
have been widespread. The increase since the spring 
has been based on three main factors: a growing and 
persistent demand for consumer goods, stimulated by 


wan), the Philippines, Hungary, Iraq, Poland, Japan, 
Korea, Rumania, Thailand, and Viet-Nam. The coun- 
tries participating in the agreement may sell coffee in 
these markets without restriction, and Brazil has already 
announced that it plans to launch an intensive campaign. 

Third, the agreement requires that signatory nations 
limit their exports to fixed quotas; these quotas are 
based on either 90 per cent of the amount exported in 
the most favorable of the last ten years or on 88 per cent 
of their exportable 1959-60 production as estimated by 
the U.S. Department of Agriculture. The agreement 
envisages that for the coffee season which began Octo- 
ber 1, 1959 consumption of coffee in the traditional 
consumer countries will be 40.2 million bags. It has 
been estimated further that 30.8 million bags of this 
amount will come from Latin America, 8.3 million 
from Africa, and 1.1 million from Asia and Oceania. 


Source: Pan American Coffee Office, Mercado de Café: 
Carta Semanal, New York, N.Y., October 2, 
1959. 


the relaxation in hire-purchase controls a year ago and 
by the purchase tax reductions in the April budget, an 
increase in exports, and a rise in industrial stocks. The 
steel industry has shown a marked recovery; the output 
of the automobile industry has risen above that in 1958; 
and the chemical, textile, and building trades also have 
shared in the expansion. So far, however, the capital 
goods industries are lagging behind. 

A comparison of the production index and the em- 
ployment figures for the end of August, issued by the 
Ministry of Labour on October 6, indicates a substan- 
tial increase in productivity in British industry during 
the past year. The total number in civilian employment 
was 23,162,000, an increase of only 24,000, or about 
0.1 per cent, over August 1958. In other words, about 
the same number of workers appear to have been pro- 
ducing about 8 per cent more. However, considerably 
more were working over-time, and considerably fewer 
short-time, than last year. 

The number in civilian employment, which had 
increased by 34,000 in July, rose by 108,000 in August, 
of which 69,000 were in manufacturing industries. 
Increases occurred in all manufacturing industries and 
in most seasonal industries, such as building and con- 
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tracting, professional, financial, and miscellaneous serv- 
ices, distribution, and agriculture. 

In the week ended August 29, the number of opera- 
tives working over-time in manufacturing industries was 
1,506,000, which was 45,000 more than three months 
earlier and 310,000 more than at the end of Au- 
gust 1958. In the same week, the number of operatives 
working short-time was 40,000, which was 13,000 fewer 
than at the end of July and 120,000 fewer than a year 
previously. The average number of hours of over-time 
worked was 72, and the average number of hours 
lost by each operative on short-time was 11. 

The total working population increased by 113,000 
during August. However, at 24,123,000, it was still 
34,000 fewer than a year earlier, which suggests that 
many of those who gave up their occupations during 
the recession have not returned. 


Sources: The Times, London, England, October 1 and 
7, 1959. 


French Retail Price Regulations 

Maximum prices were prescribed in France in the 
second week of September for certain commodities of 
common consumption. For example, the prices of 
schoolbooks are to be reduced by 3 per cent, and the 
gross profit margin for retail sales of books and paper 
is not to exceed 30 per cent. The prices of cleaning 
materials are not to exceed those in force on May 31. 
The limitation of 30 per cent placed on the gross profit 
margin of a number of toilet articles means in effect 
that the prices charged before the summer holidays are 
to be maintained. If price increases generally are not 
restrained as a result of these measures, price stops or 
limitations on profit margins will be extended to other 
articles in retail trade. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
September 12, 1959. 


Netherlands Budget 

The Netherlands budget for 1960, presented by the 
Minister of Finance to Parliament, estimates a deficit 
of f. 782 million (about US$206 million), not counting 
transitory items totaling f. 169 million. For 1959, a 
deficit of f. 1,500 million was originally estimated; this 
subsequently was revised to f. 1,850 million (nearly 
$490 million). 

Total expenditure in 1960 is expected to be f. 9,062 
million, and total revenue f. 8,280 million. A surplus 
of f. 633. million is estimated for the ordinary budget 
and a deficit of f. 1,415 million for the extraordinary 
budget. The upswing in economic activity has resulted 
in tax receipts running substantially higher in 1959 than 
in 1958, and total revenue in 1960 is expected to 
increase by nearly f. 900 million (some $240 million). 
The temporary tax increases will be extended for an- 


other year, but some tax relief will be granted to 
unmarried persons. Among expenditures, sizable in- 
creases are indicated for education and advances for 
housebuilding, and important decreases in consumer 
and producer subsidies for agricultural products. 

The Minister of Finance stresses the anticyclical 
effect of the budget proposals. The present upswing in 
economic activity exceeds expectations, and the rate of 
increase in the economy’s expenditure for consumption 
and investment is higher than in the previous cyclical 
upturn. The limits of production capacity might be 
reached quickly, and the inflationary pressures resulting 
from overemployment, which had plagued the economy 
in 1956 and 1957, should by all means be avoided. 
Substantial wage increases or tax reductions could easily 
lead to overspending. Although there are no inflationary 
tendencies or pressures at present, imports are expected 
to increase, and this will result in the balance of pay- 
ments surplus on current account in 1959 and 1960 
being less than in 1958. Under the circumstances, both 
the private and the public sector should show restraint 
in expenditure, and avoid overspending. 

The Government expects that in 1960 the demand 
for capital from the private sector and the local authori- 
ties will increase, and that savings to meet these 
demands will be below those in 1959. In order to har- 
monize the Government’s recourse to the capital mar- 
ket with the needs of the other sectors of the economy, 
the central authorities hope to be able to limit the 
budgetary cash deficit to f. 915 million. But since this 
amount takes account of f. 110 million to be received 
in 1960 in repayment of claims arising from the liquida- 
tion of the European Payments Union (EPU )—which, 
from the monetary point of view, is different from other 
revenue—the actual deficit next year is expected to be 
f. 1,025 million. Payments into the so-called presub- 
scription account, to which funds are transferred by 
institutional and certain other investors in anticipation 
of government loans, are expected to amount to some 
f. 400 million; thus, f. 625 million (some $165 million) 
will have to be raised on the capital market. 


Source: Nieuwe Rotterdamse Courant, Rotterdam, 


Netherlands, September 15, 1959. 


Loan Issve by Bank for Netherlands Municipalities 

On September 24, the Bank for Netherlands Munici- 
palities offered at par a new 25-year bond issue of f. 75 
million (nearly US$20 million), bearing interest of 442 
per cent. The proceeds of this loan, as well as those of 
the f. 100 million loan issued as of September 10 with 
the same terms (see this News Survey, Vol. XII, p. 98), 
will be used to finance new capital projects of the local 
authorities. 
Sources: De Tijd-De Maasbode, Rotterdam, Nether- 

lands, September 16 and 18, 1959. 
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Swiss Concessions on Imports from Denmark 

In connection with the European Free Trade Asso- 
ciation arrangements, Switzerland, like the United 
Kingdom and Sweden, has agreed on certain concessions 
concerning imports of agricultural products from Den- 
mark. Switzerland will curtail imports of government- 
subsidized butter, which means that Swiss purchases of 
Danish butter will be allowed to rise to 40 per cent of 
total Swiss imports of butter. Furthermore, imports of 
live animals from Denmark will be increased by 60 per 
cent, and meat imports will be doubled. Also, Swiss 
imports of eggs from Eastern Europe and from those 
Western European countries where egg production is 
subsidized by the government will be curtailed. Switzer- 
land has agreed to reduce the customs duty on salt 
water fish in accordance with the schedule that will be 
applied to,industrial goods, i.c., by 20 per cent in 1960 
and by 10 per cent in each succeeding year. 
Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 

way, October 9, 1959. 


Building Activity in Denmark 

Building and construction activity in Denmark in 
1959 is reported to be about 20 per cent above that in 
1958; in most categories, the record figures of 1954 
have been exceeded. At the end of the second quarter 
of 1959, the total floor area under construction was 
3.7 million square meters, against 3.1 million square 
meters at the end of June 1958; and dwelling units 
under construction numbered 23,800, compared with 
20,150 units a year earlier. 

In order to prevent too great a rise in building activ- 
ity, the Government decided in the spring that several 
public and private building projects should be postponed 
until the second half of 1959. On June 4, the alloca- 
tion of building materials was discontinued entirely. 
Restraint has also been applied in granting government 
aid for the construction of new dwellings, and a “sum- 
mer stop,” up to September 15, was issued for certain 
municipal and private construction. These measures 
succeeded, in general, in preventing serious labor short- 
ages during the summer. 

On September 19, when the National Bank increased 
its discount rate to 5 per cent (see this News Survey, 
Vol. XII, p. 98), the Government decided that only a 
limited amount of government guarantees should be 
granted for dwelling construction up to November 15; 
before that date, the situation will be appraised anew. 
Furthermore, in all the construction fields to which 
government control applies (private dwelling construc- 
tion that is not government subsidized and factory build- 
ings are exempt from control), restrictions will be 
placed on new building starts. In its recent directives 
to municipalities, the Labor Ministry stressed that new 
building projects should be started only to the extent 


that local labor is available. By these measures, the 

Government aims at a more even distribution of con- 

struction work over the coming winter and spring. 

Sources: Statistiske Departement, Statistiske Efterret- 
ninger, September 18, 1959, and Politiken 
(Weekly Overseas Edition), September 20- 
26, 1959, Copenhagen, Denmark. 


Transfer of Blocked Funds in Finland 

Since authorization of the special bond issue to 
which holders of blocked accounts in Finland may sub- 
scribe and which makes possible the gradual transfer of 
blocked assets (see this News Survey, Vol. XII, p. 61), 
the Bank of Finland has decided to free smaller blocked 
Nonresidents may transfer abroad their 
blocked balances if the total amount of such balances 
does not exceed Fmk 50,000 (US$156.50), or if after 
subscribing to the special bond issue the remaining 
balance is less than Fmk 50,000. The smallest denomi- 
nation of the bonds issued was Fmk 50,000. 

The transfer will be made to the country of resi- 
dence of the account holder. If there is a bilateral 
payments agreement with the country in question, the 
transfer will be made in the currency specified in that 
agreement. Transfers to other countries will be made 
in convertible markkas or foreign currency. 

Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, September 1959. 


balances. 


Proposal for Tax on Fuel Oil in Germany 

The German Federal Cabinet discussed on Septem- 
ber 16 problems of the coal industry, particularly those 
related to the competition between coal and oil. To 
ensure a proper place for the coal mining industry in 
the German energy supply, it was decided to submit to 
Parliament a bill providing for a tax of DM 30 per ton 
on all fuel oils. Parliament will decide if and when 
such a tax is to be levied. 

In explaining the proposed tax, the Federal Minister 
of Economic Affairs, Ludwig Erhard, stated that the 
initial intention of the measure is to achieve a certain 
psychological relief for the coal mining industry, pre- 
venting discouragement that might stand in the way of 
continuing the rationalization measures whereby the 
industry could be made more productive and hence 
better able to compete. The revenue from the fuel oil 
tax would be used to alleviate hardships caused by the 
closing down, complete or partial, of coal mines. It is 
planned that wage compensation will be introduced 
when a miner has to take a job paying less than his 
former one, and that workers will be retrained when 
there is little chance of their being employed without 
such retraining. Also under consideration are the 
introduction of retraining pay when immediate re- 
employment is impossible, and of indemnity to potential 
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pensioners in order to make voluntary retirement 


easier. 

Mr. Erhard also stated that the fuel oil tax would 
be imposed for a period of three years, ending on 
December 31, 1962. 
would be possible to raise or to lower the amount of 
the tax. He emphasized that no one could expect this 
tax to restrain, let alone suppress, the role of oil in the 
economy. This is not the intention; the consumer is free 
to choose between oil and coal. But it could be expected 
that, on account of this measure, the increase in the use 
of oil would be somewhat less rapid and that the coal 
industry, with the help of rationalization measures, 
would become better able to compete. 


During that period, however, it 


Source: Press and Information Office of the German 
Federal Government, The Bulletin, Bonn, Ger- 
many, September 22, 1959. 


Austrian Government Loan 

The Austrian Government floated a new bond issue 
of S 1 billion on September 14. But on the first day 
of the subscription period (September 14-30), when it 
was found that the loan had been oversubscribed, the 
amount of the issue was raised to § 1.2 billion (US$46.5 
million), and subscriptions were closed. 

The bonds, which were offered to subscribers at 
98 per cent, mature in 15 years and carry an interest 
rate of 6% per cent. Thus, the interest rate for the 
new issue was considerably lower than that for the 
7 per cent 20-year government bond issue of S$ 1.8 
billion floated at par on March 23 of this year, while 
the tax concessions were the same (see this News Sur- 
vey, Vol. XI, pp. 297 and 305). The proceeds of the 
loan, like those of the previous loan, will be used to 
finance the public investments provided for in the 1959 
extraordinary budget. 


Sources: Wiener Zeitung, September 15, 1959, and 
Osterreichische Nationalbank, Mitteilungen, 
September 1959, Vienna, Austria. 


Middle East 
Exporl and Import License Fees in Syria (U.A.R.) 


Under a presidential decree dated August 4, fees are 
imposed on export and import licenses in the Syrian 
Region of the United Arab Republic. The fee on each 
export license is LS 10; that on each import license is 
2 per cent of the value of the authorized imports. If 
an import license is modified, a fee equal to one tenth 
of the original fee will be levied, except when the 
modifications or renewals are initiated by the Minister 
of Economy. Exempt from this 2 per cent fee on 
import licenses are (1) goods imported for the account 
of government and public administration departments 
and municipalities, (2) transit imports, (3) merchan- 


dise imported for a limited period and exports that are 
returned, (4) merchandise imported by the diplomatic 
and consular corps, (5) merchandise imported by inter- 
national organizations that are exempt from customs, 
(6) newspapers, magazines, stamps, and cultural printed 
matter, and (7) industrial equipment and machinery 
needed for development, raw materials for industry, 
supply goods, petroleum products, and livestock and 
poultry as authorized by the Minister of Economy. 
Bureau des Documentations Syriennes et 
Arabes, Etude Mensuelle sur Economie et le 
Marché Syrien, Damascus, Syria, August 25, 
1959. 


Economic Relations Between the Sudan and U.A.R. 

The main item on the agenda of discussions by repre- 
sentatives of the United Arab Republic and the Sudan, 
beginning in Cairo on October 10, is the settlement of 
the dispute over the allocation of the Nile waters; 
however, the negotiations will also cover trade between 
the two countries and the payments agreement con- 
cluded in April 1957. 

If successful, the Nile waters discussions might result 
in an agreement superseding the 1929 agreement, under 
which the Sudan’s share was limited to a maximum of 
4.5 billion cubic meters, against 48 billion cubic meters 
now utilized by Egypt. Since the total flow of the Nile 
at Aswan is estimated at an average of 84 billion cubic 
meters a year, the two countries are seeking a formula 
for the allocation of the surplus 30 billion cubic meters. 
A new agreement would enable the Sudan to complete 
the Managil Extension and possibly the Roseires Dam. 

Trade between the two countries has been falling 
steadily; in the first six months of this year, its value 
was less than LSd 2 million, compared with about 
LSd 5.5 million in the same period of 1958. Neither the 
trade agreement negotiated in April 1957 nor the intro- 
duction of the two Special Accounts (designated as 
Accounts B and C) for the barter of certain specified 
items has proved satisfactory for a normal flow of 
goods between the two countries. Also subject to nego- 
tiation is the Special Account set up as a result of the 
currency settlement in 1957. That Account showed a 
total credit of LSd 10.3 million in favor of the Sudan, 
which was to be used for imports from Egypt at the 
rate of LSd 2 million annually; this included 40,000 
tons of sugar. Actual shipments from Egypt amounted 
to LSd 1.1 million, all of which were effected during 
the first year of the agreement. The Account has not 
varied since May 1958 except for an increase of 
LSd 1.05 million resulting from the withdrawal of 
Egyptian coins from the Sudan. As of June 30, 1959, 
the balance in the Account was LSd 9.12 million. 
Source: Middle East Economic Digest, London, Eng- 

land, October 9, 1959. 


Source: 
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Far East 


Indian Import Policy 

India’s import licensing policy for the six-month 
period ending March 31, 1960 provides for increases 
in import quotas for nonferrous metals and machinery 
spare parts, as well as minor adjustments in certain 
other items. Quotas have also been increased for raw 
films, photographic negative and printing paper, certain 
medicinal items, including serums, vitamins, and vac 
cines, and spare parts for automobiles, trucks, and trac- 
tors; they have been reduced for cables, pumps, water 
meters, bleaching powder, and various drugs and medi- 
cines. Taken together, these adjustments are marginal, 
and balance themselves within the foreign exchange 
budget of the previous six-month period ended Sep- 
tember 30, 1959. 

Broadly speaking, the emphasis is on maintenance 
of the economy, the provision of raw materials for indus- 
try, and export promotion. Thus, to enable export 
industries to export more, the importation of a number 
of items has been liberalized. Moreover, licenses will 
be issued for importing capital equipment financed 
from the proceeds from sales of additional exports of 
a promotional nature. 

The open general license for the importation of fish, 
hides, and skins from Pakistan has been renewed, and 


kapok has been added to the list; an open general 
license for the importation of hides and skins from 
Afghanistan has been promulgated. 

During the first six months of 1959, total imports 


into India amounted to Rs 4.16 billion 
million). 


(US$874 


Source: The Times of India, Bombay, India, October 1, 
1959. 


National Income of India 

The national income of India, in real terms, in 
1958-59 exceeded that in 1957-58 by 6.8 per cent, 
according to the “quick” estimates prepared by the 
Central Statistical Organization on the basis of trends 
indicated by available current data. As much as 5 per 
cent of the increase was in agricultural income. The 
estimates are based on very incomplete material, and 
are likely to be revised in the annual paper of national 
income to be released in April 1960. 

The net rise in national income in real terms during 
the first three years of the Second Five Year Plan 
(1956-57 to 1958-59) was of the order of 10.4 per 
cent. The corresponding rise in per capita income was 
6.3 per cent. 

Source: The Times of India, Bombay, India, October 3, 
1959. 


Investment Legislation in Burma 


The Union of Burma Investment Bill that was sub- 
mitted to the House of Deputies, together with the 
budget for the fiscal year 1959-60 (October- 
September), was passed on September 8. Under the 
proposed legislation, the Government is authorized to 
issue to private investors a guarantee against national- 
ization for a period of 10 years; the guarantee may 
be extended up to a maximum of 20 years. Compensa- 
tion in the event of nationalization and facilities for 
the remittance of profits and the repatriation of invested 
capital are also provided for foreign capital. Other 
provisions of the Bill include a 3-year exemption from 
income tax and the right to import capital equipment 
and raw materials free of duty for 3 years. The Bill is 
only an outline; the relevant rules have yet to be framed. 
Sources: The Financial Times, London, England, Sep- 

tember 29, 1959; Draft Union of Burma 
Investment Act, 1959, Rangoon, Burma. 


Japan's Foreign Exchange Budget 

Japan’s foreign exchange budget for the second half 
of the current fiscal year allows $2,328 million for 
merchandise imports and $535 million for other pay- 
ments. The budget for imports is $387 million larger 
than that for the first half of the current fiscal year, and 
$571 million larger than that for the second half of 
the last fiscal year. The size of the budget has been 
enlarged to meet the demand for imports, which has 
been increasing with the rapid domestic economic 
expansion. Allocations for textile raw materials, iron 
and steel products and materials, petroleum, and ma- 
chinery, have been increased considerably. In view of 
the improved domestic supplies of foodgrains, no allo- 
cation has been made for imports of barley. 

One hundred and fifty import items have been trans- 
ferred from the individual licensing system to the auto- 
matic approval system, wherein applications are 
considered at the bank level and imports are, in effect, 
free from quantitative restrictions. The total allocation 
for imports under this system has been raised to $670 
million, from $580 million in the original budget for 
the first half of the current fiscal year. 

The authorities have also announced that for ten 
commodities discrimination against imports from the 
dollar area would be removed before March 1961: at 
present, under the automatic approval system, these 
commodities may be imported from only the non-dollar 
area. As a first step toward the removal of discrimi- 
nation, imports of lauan and copper alloy scrap may be 
imported from the dollar area as of January 1960. 
Sources: Bank of Tokyo, Weekly Review, Tokyo, Ja- 

pan, October 5, 1959; The Journal of Com- 
merce, New York, N.Y., October 7, 1959. 
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United States and Canada 
Decision on Tariff on U.S. Imports of Cobalt 


The U.S. Government has rejected a domestic pro- 
ducer’s request for higher tariffs on imports of cobalt 
and for a quota system on such imports. The Office of 
Civil and Defense Mobilization ruled that cobalt is not 
being imported into the United States in such quantities 
or under such circumstances as to threaten the national 
security. It also stated that the government stocks now 
exceed anticipated emergency needs, and that additional 
supplies are available from nearby sources in the West- 
ern Hemisphere. The domestic producer, which oper- 
ates the largest cobalt mine in the country, had stated 
that it would have to close down operations unless it 
received some government aid. 

Source: The Journal of Commerce, New York, N.Y., 
October 6, 1959. 


Canadian Trade and Balance of Payments 

Canada’s imports in the first seven months of 1959 
were $3.31 billion, an increase of $310 million over 
imports in the seven months ended July 1958. Since 
the rise in exports was only $50 million, the trade 
deficit more than doubled, to $460 million. About two 
thirds ($200 million) of the increase in imports was 
due to shipments from the United States; as exports to 
the United States increased by almost the same amount, 
the trade deficit with the United States rose only slight- 
ly, to a little more than $500 million. Exports to the 
United Kingdom declined by $25 million and imports 
rose by about $20 million, reducing the traditional 
export surplus to $80 million. With exports to other 
Commonwealth countries falling by $20 million and 
imports rising by $15 million, the export surplus 
declined to $30 million. The shift from a surplus to a 
deficit of $65 million in trade with the “all other coun- 
tries” group was due to a fall of $80 million in exports 
and a rise of $75 million in imports. 

In the first six months of 1959, the deficit on current 
account was $837 million, or 40 per cent more than 
in the same period of 1958. Most of the increase was 
due to a rise in the trade deficit, to $355 million; the 
deficit on account of “invisibles” increased by $30 
million, to $482 million. 

In contrast to the first half of 1958, when the long- 
term capital inflow of $560 million covered almost all 
of the current account deficit, only two thirds of the 
deficit in the first six months of 1959 was thus covered. 
Of the total inflow of long-term capital, $265 million 
was supplied by direct investors, about $60 million more 
than in the comparable period of last year. The net 
inflow of capital from security transactions was about 
25 per cent less than in the first six months of 1958 
(for details, see this News Survey, Vol. XII, p. 101). 


Repayments on the principal on postwar loans by Can- 
ada to Belgium, the Netherlands, and Norway were 
reflected in total capital imports on government account 
of $9 million in the first half of this year. 

Canadian dollar holdings of foreigners increased 
sharply in the second quarter of 1959 because of 
conditions in the short-term money market; but as there 
were some reductions in these holdings during the first 
quarter, the total short-term capital inflow on this 
account was $28 million in the January-June period, 
not greatly different from a year earlier. Most of the 
rise in short-term capital inflow from the first six 
months of 1958 was in the item “other capital move- 
ments,” reflecting primarily a substantial reduction in 
Canadian holdings of foreign exchange by other than 
official holders. Official purchases of gold and foreign 
exchange in the second quarter led to.a capital outflow 
of $43 million, following an inflow in the first quarter. 
On balance, official reserves changed little between 
December 1958 and June 1959. 

Sources: Dominion Bureau of Statistics, Quarterly 
Estimates of the Canadian Balance of Inter- 
national Payments, Second Quarter, 1959, 
and Daily Bulietin, September 9, 1959, 
Ottawa, Canada. 


Latin America 


Colombia's Supplementary Budget for 1960 

Colombia’s Cabinet approved on September 3 
approximately Col$100 million of expenditures in addi- 
tion to those included in the budget for 1960, presented 
on July 29 by the Minister of Finance (see this News 
Survey, Vol. XII, p. 64). The principal increases are 
Col$35 million for the Ministry of War, Col$27 million 
for rehabilitation in the zones affected by violence, 
Col$12 million for universities, Col$7 million for the 
Ministry of Justice, and Col$6 million for the police 
force. The increased expenditures are expected to be 
covered by a rise in receipts from customs duties in 
1960. No increase in duties is contemplated; the rise 
in revenues will result from an increase of imports, 
which will be made possible by new foreign loans 
presently under discussion. The Cabinet also approved 
in principle the issuance of Col$200 million of internal 
bonds. In order to prevent inflationary repercussions, 
the bonds will not be eligible for discounting with the 
Bank of the Republic. 


Source: El Tiempo, Bogot4, Colombia, September 5, 
1959. 


Other Countries 


Economic Conditions in Australia 
In the Annual Report of the Commonwealth Bank 
of Australia for the year ended June 30, 1959, the 
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Chairman of the Bank Board, Dr. H.C. Coombs, stated 
that economic conditions in Australia had changed 
steadily over the year. During the early months, the 
balance of payments outlook was unfavorable, but as 
the year progressed the outlook improved. Two loans 
were successfully floated abroad, one in London and 
the other in New York; wool production reached a 
record level; wool prices rose strongly after Easter; 
grain harvests were good; meat exports increased; and 
the inflow of private capital continued high. Conse- 
quently, the change in international reserves was small, 
and there was only a slight change in the cash income 
of the farming community. 

Domestic borrowing became substantially easier; the 
investing public and financial institutions generally 
appear to have found government securities more 
attractive investments: While the government cash 
deficit of £A 30 million was lower than expected, it 
remained more than sufficient to offset the effects of 
the balance of payments deficit on the liquidity of the 
banks and general financial buoyancy. This buoyancy 
was reflected in the continued growth of the economy 
generally. Consumer expenditure and capital forma- 
tion—both gross and net—continued high. With im- 
ports limited, most of the increases in demand were 
necessarily met by greater domestic production and, 
consequently, employment. However, the rise in em- 
ployment was moderate and probably no more than 
sufficient to absorb the growth in the labor force; the 
slight slackness evident in the labor market at the end 
of the fiscal year 1957-58 persisted throughout the 
year ended June 30, 1959. 

Dr. Coombs said that the international background 
is more favorable than it was 12 months ago. Rising 
consumer activity overseas has been reflected in im- 
proved markets for exports of primary producers. 
However, the improvement has been only moderate; 
world commodity markets are far from strong, and 
Australian terms of trade remain below the postwar 
average. Nevertheless, it seems reasonable to look for 
some improvement in Australia’s foreign trade in 
1959-60. Dr. Coombs added that such an improvement 
would help the continued growth of the economy but 
would not lessen the need for a high level of savings. 
Experience in 1958-59 emphasizes the dependence of 
Australia’s growth on an increase in income from 
exports and on high savings. 

Sources: Commonwealth Bank of Australia, Report 
for the Year Ended 30th June 1959, Sydney, 
Australia, 1959; The Times, London, Eng- 
land, September 22, 1959. 


Australian Wool Sales 
The pronounced increase in prices during the open- 
ing week, late in August, of the 1959-60 Australian 


wool selling season (see this News Survey, Vol. XII, 
p. 96) was not maintained during September. At the 
end of the month, prices were rather more than 5 per 
cent below those at the beginning of the season. So 
far, Japan and Continental countries have been the 
most prominent buyers, supported by Australian mills 
and Eastern European interests. U.K. participation 
has been limited, and this has created a depressing 
influence on the market as a whole. 


Source: National Bank of Australasia, Wool Letter, 
Melbourne, Australia, September 26, 1959. 


New Zealand Foreign Trade and Import Licensing 


For the year ended August 31, payments for private 
imports in New Zealand were £NZ 50.7 million less 
than in the comparable period of 1957-58. Notwith- 
standing the lower official overseas borrowings, there 
was a surplus of £NZ 46.9 million in New Zealand’s 
overseas exchange transactions in the 12 months to 
August 31 of this year, compared with a deficit of 
£NZ 39.8 million in the preceding 12 months. 

In releasing a new import schedule, the Customs 
Minister said that the improvement in the balance of 
payments would make it possible for imports in 1960 
to be much higher than in 1959. He did not give any 
figure, however, of the likely value of imports to be 
licensed in 1960. He said that the new schedule intro- 
duced features that were based on Australian practices, 
which would bring more flexibility to the New Zealand 
system. 

The new schedule permits the entry of new importers, 
who will be allowed 30 per cent of the total value of 
imports in 1960 and who will operate under a “replace- 
ment license” scheme, mainly for manufacturers’ raw 
materials. Among items exempted from license are raw 
sugar, crude oil, motor spirits, some bulk oils, crude 
sulphur in bulk, and manures. 

The token license system, dropped at the beginning 
of 1958, is restored in a new form. The system, which 
previously applied only to imports from the United 
Kingdom, now applies to imports from all countries. 
Token import licenses will permit the import from any 
source of up to 10 per cent of the import values of the 
same goods in 1956. The full 1956 value will apply to 
goods under severe import restrictions in that year. 

The Minister said that a major feature of the new 
schedule is the introduction of a system of “industry 
groups,” which will give maximum flexibility of choice 
to importers. The “M” class licenses—issued separately 
for items from scheduled and nonscheduled countries 
rather than on a world basis—will apply on the 1960 
schedule only to motor vehicles but not to spare parts. 
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Sources: The Financial Times, London, England, Sep- 
tember 24 and October 8, 1959; The Journal 
of Commerce, New York, N.Y., October 8, 
1959, 


Wage Increases in New Zealand 

Wage increases in New Zealand have been provided 
under a general wage order, effective as from Octo- 
ber 12, issued by the Arbitration Court in Wellington. 
The Court’s decision was a majority one, with the 
employers’ representative dissenting. For adult males, 
the increases are up to a maximum of 15s. 7d. weekly; 
for women, up to Ils. 9d.; and for juniors, up to 9s. 
Source: The Financial Times, London, England, Sep- 
tember 19, 1959. 


U.S. Bank Credit to South Africa 


The South African Minister of Finance announced 
on October 6 that the revolving credit from private 
banks in the United States which the Union has had 
for a number of years has now been increased from 
the equivalent of £SA 7 million to about £SA 14 mil- 
lion. The number of members of the banking con- 
sortium has been increased from 6 to 11. 

Source: The Financial Times, London, England, Octo- 
ber 7, 1959 


Foreign Capital in Rhodesia and Nyasaland 

From August 18, all exchange 
removed from foreign capital invested in the Federa- 
tion of Rhodesia and Nyasaland. This measure was 
taken in order to conform with the marked movement 
throughout much of the world toward greater freedom 
of foreign exchange transactions and the need to attract 
foreign capital to the Federation. By this measure, 
restrictions on the repatriation of profits on investments 
formerly classified as “nonapproved” have been 
removed. 


restrictions were 


Source: Barclays Bank D.C.O., Overseas 
London, England, September 1959. 


Banking Act of Federation of Rhodesia and Nyasaland 

As of September 2, a Banking Act, which regulates 
banking business, has come into effect in the Federation 
of Rhodesia and Nyasaland. The provisions of the Act 
include (1) the registration of commercial banks, 
accepting houses, discount houses, and so-called finan- 
cial institutions, the last group being defined as any 
person who carries on banking business in the Federa- 
tion but is not a bank or a discount house; (2) the 
prescription of liquidity ratios to be observed by banks, 
accepting houses, discount houses, and financial insti- 
tutions; (3) the statements to be submitted by banks, 
etc., to the Registrar; (4) the minimum paid-up capital 
and unimpaired reserves of banks, etc.; and (5) the 
maximum liabilities to the public of “financial insti- 
tutions.” 


Review, 


The Act prescribes that commercial banks shall 
maintain as a minimum liquid assets equal to 25 per 
cent of their liabilities to the public in the Federation. 
The minimum liquidity ratio for accepting houses is 20 
per cent, and for financial institutions 15 per cent. The 
central bank of the Federation, the Post Office Savings 
Bank, the Land and Agricultural Banks of Southern 
Rhodesia and of Northern Rhodesia, building societies, 
cooperatives, local authorities, and any body corporate 
established by federal or territorial law are excluded 
from the provisions of the Act. 

Source: Federal Government Notice No. 229 of 1959, 
September 2, 1959, in Supplement to Federal 


Government Gazette, Salisbury, Federation of 
Rhodesia and Nyasaland, September 4, 1959. 


Investment by Caribbean Currency Board in Guiana Loan 


A loan of BWIS$6 million, 6 per cent debentures, 
1959-79, issued by the British Guiana Government, 
was fully subscribed. The Eastern Caribbean Currency 
Board, which comprises Barbados, Trinidad and To- 
bago, the Windward and Leeward Islands, and British 
Guiana, invested £500,000 (BWI$2.4 million) in the 
loan. The newly amended Currency Ordinance enables 
the Currency Board to invest funds in any of the terri- 
tories where the Board operates; British Guiana was the 
first territory to benefit from this new provision. 
Source: The Financial Times, London, England, Octo- 

ber 9, 1959. 


Fund Alternate Executive Director 

Mr. Javier Urrutia, of the Research Department, 
Central Bank of Chile, has been appointed Alternate 
Executive Director of the Fund for Argentina, Bolivia, 
Chile, Ecuador, Paraguay, and Uruguay, the appoint- 
ment effective as of October 16. He succeeds Mr. Jorge 
Marshall, who has resigned to become Deputy Manager 
in charge of the Research Department, Central Bank 
of Chile. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 
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